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AGRICULTURE, DEPARTMENT OF
Audit, guides for two food programs for children were released recently by
the Office of the Inspector General. The first, "Audit Guide for the
Child Nutrition Programs — State Agency" (No. 8270.5), is an interim
guide designed to provide the information necessary for performing finan
cial and program management audits of federally-funded child feeding
programs at the State agency level. Users of this interim guide are
encouraged to submit comments and suggestions for improvements. The
second publication, "Audit Guide for the Summer Food Service Program for
Children" (No. 8270.6), is a revision of an earlier guide which incor
porates changes in the program regulations and audit standards and
procedures. Copies of both audit guides are available by contacting Mr.
Pierce at 202/447-5241.
ENERGY, DEPARTMENT OF
Proposed rules for the national energy extension service program, which
provides financial assistance for State energy programs, appeared in
the 6/5/78 Fed. Reg., pp. 24316-23. The regulations are concerned with
the submission and review of State plan applications and their admini
stration. The proposal includes a requirement for quarterly financial
reports by States receiving assistance and audits in accordance with the
requirements of FMC 73-2. For additional information contact Kathleen
Reavis at 202/376-1966.
FEDERAL RESERVE BOARD
The Board of Governors recently approved two actions reducing the burden on
commercial banks of statistical reporting to the Board. The annual
collection of data on banks’ outstanding loans to customers, other than
dealers, made for the purpose of buying or carrying securities was
discontinued. The Board stated that these reports were of little value
because other sources of relevant information are now available. At the
same time, the Board reduced reporting by some 240 member banks on
interest rates charged on various types of consumer loans from monthly
to four times a year.
The House Banking Subcommittee on Financial Institutions completed action on
a major bank reform bill last week, entitled the "Safe Banking Act."
The measure (HR 9600) addresses a wide range of banking activities and
practices with the objective of assuring a safe, sound and responsive
banking system nationwide. The bill now goes to the full committee for
its consideration. A similar proposal (S.71) has already been approved
in the Senate. Some of the more important features of the legislation
are: revised procedures for removing officials who could jeopardize bank
soundness; limits on loans to insiders; prohibitions against overdrafts
by insiders and interlocking directorates; limitations on former federal
regulators from taking jobs in the private sector in formerly-regulated
firms; improved procedures in "take-overs"; upgraded supervision of
credit unions; and the establishment of an "examination council" involving
the FRB, FDIC, and CoC to develop uniform standards for bank examinations
and to improve coordination among the agencies.
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Wliile the committee was considering the take-over provisions, they
modified a requirement that the person (s) seeking to acquire control of
a savings and loan institution provide as part of the disclosure materials
a certified financial statement. As approved by the Subcommittee, each
person involved in a take-over must provide a statement of assets and
liabilities for the current year and the immediate proceeding five years
together with related statements of income for the same period, prepared
in accordance with GAAP. However, the requirement for an independent
public accountant’s certification was deleted.
HOUSING AND URBAN DEVELOPMENT, DEPARTMENT OF
A proposed rule on the Urban Homesteading Program was published in the 5/31/78
Fed. Reg., pp. 23692-99. The rule provides for access to program reports
by the Secretary, Comptroller General, or "their duly authorized representa
tives" for the purposes of making an audit. Comments on this proposal are
due by 6/30/78. For further information contact Hugh Allen at 202/7556330.
INTERIOR, DEPARTMENT OF
Proposed rules on grants for mining research projects appeared in the 6/5/78
F e d . Reg., pp. 24326-31. The proposal includes a requirement for internal
audits by the grantee in accordance with Attachment F to OMB Circular
A-110 and also provides that the Secretary of the Interior or the Comp
troller General may conduct onsite audits and inspections of grantees
which have received Federal funds.
Comments on the proposal are requested
by 7/5/78. Additional information may be obtained from David Maneval at
202/343-4264.
JUSTICE, DEPARTMENT OF
Notice of the first meeting of the National Commission for the Review of
Antitrust Laws and Procedures was published in the 6/6/78 Fed. Reg., p.
24635. The meeting is scheduled for 6/21/78, starting at 2 p.m., in Room
2141 of the Rayburn House Office Building in Washington, D.C. The main
purposes of this open meeting are: to discuss objectives of the Commission
receive a report on staff activities and organization; adopt rules of
procedure; consider an initial plan; consider proposed research projects;
and discuss other matters relating to the organization and scope of the
Commission. For additional information contact the Commission at
202/739-2900.
PAPERWORK COMMISSION
"Service Management", the latest release in the series of interim reports by
the Commission, is a proposal for the adoption of new procedures and
techniques for improving the government's delivery of services. The
Commission recommends a combination of three approaches to the identifi
cation and elimination of problems: full-cost accounting, or the measure
ment of costs to all parties affected by government programs; alternative
analysis, or choosing the method of running government programs that will
most effectively reduce costs to all parties while still achieving pro
gram goals; and partnership efforts, wherein all parties who will be
involved in government programs participate in their development, design,
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and evaluation. Copies of this publication are available from the GPO
for $1.60 each (S/N 052-003-00469-1).
SECURITIES AND EXCHANGE COMMISSION
Publicly-held companies should be required to maintain independent audit
committees according to SEC Chairman Harold Williams. Speaking on 6/1/78
on the topic of corporate governance and accountability, he stated that
the establishment of audit committees composed of independent directors
would be an important step to insure that corporations are more responsive
to shareholder concerns. In addition to the audit committee recommenda
tion, Chairman Williams called for independent boards of directors to
help sensitize management to the public’s expanded perception of corporate
responsibilities. He also addressed the need for increasing the meaningful
opportunities for shareholder participation in the corporate electoral
process.
A series of proposals that would require corporations to disclose more informa
tion on corporate governance to shareholders will soon be released. The
Commission has directed the staff to issue a series of proposed rules
which would require the disclosure of such items as the composition and
function of director committees for auditing and board nominations,
directors fees, board member resignations and information on the settle
ment of corporate proxy fights. The rules are to be drafted by 7/1/78
in order that there be adequate time for rule comment and adoption
before the next proxy season. This timetable will cause the staff to
pare down the issues that will be covered in the proposal. The staff
also expects to release a summary of the hearings held on corporate govern
ance last fall.
SMALL BUSINESS ADMINISTRATION
"Public Relations for Small Business" discusses practical ways in which small
business owners can project their business images and establish a posi
tive impression of their firms in the minds of the public. It provides
suggestions for getting media attention, building a positive image for
your firm in the community, and gauging how your business is viewed by
the public. This pamphlet (Small Marketer Aid 163) is available free from
SBA field offices.
TREASURY, DEPARTMENT OF
The House Committee on Ways and Means approved HR 12578, a bill which contains
two AICPA recommendations for improvements to the tax code, on 6/7/78.
The AICPA recommendations would make the estate tax extended payment
provisions which help estates in which a substantial portion of the assets
consist of a closely held business more available, and lessen the restric
tions on after year-end dividends to avoid the personal holding company
tax.
This is the second bill embodying AICPA tax recommendations which
Congressman Waggonner’s Subcommittee on Miscellaneous Revenue Measures
has considered. The first bill, HR 7320, has passed the House and has
been favorably reported by the Senate Finance Committee. The purpose of
these proposals is to correct inequities or unintended results and to
simplify the tax code.
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Hearings on bills affecting capital gains taxes have been scheduled by the
Senate Finance Subcommittee on Taxation and Debt Management for 6/28 and
6/29/78. One of the bills to be considered is S.3065, introduced by
Sen. Clifford Hansen (R-Wyo), which would cut the maximum capital gains
tax rate to 25%. The Hansen bill, which has over 60 co-sponsors in the
Senate, is similar to the proposal offered by Rep. William Steiger (R-Wis)
which has snarled consideration of the President’s tax cut package in
the Ways and Means Committee.
It was reported this week that the Ways
and Means Committee will soon consider a compromise proposal which would
include a reduction in the capital gains rate to 35% and a smaller cut
in individual and business taxes.
A study entitled "Better Management Needed in Exchanging Federal & State Tax
Information" has been issued by the General Accounting Office. The report
traces the need for efficient information exchange between Federal and
State tax officials. It also includes several recommendations for the
IRS to improve safeguards to prevent unauthorized disclosure of tax
information. GAO concludes such action is needed to protect confiden
tiality by reducing unnecessary disclosures and help prevent unauthorized
disclosures. Copies of the report (GGD-78-23, 5/22/78) are available
for $1.00 each from the GAO.
Legislation prohibiting the IRS from taxing fringe benefits is gaining support
in Congress. The House Ways and Means Committee has reported HR 12841
which would stop the IRS from issuing final regulations on fringe benefit
taxation before 12/31/79. This bill is expected to be considered by the
full House later this month. Two similar bills, S.3145, introduced by
Sen. Daniel Moynihan (D-NY) and S.3147, introduced by Sen. Robert Dole
(R-Kan), would also prohibit the taxation of fringe benefits.
A nominating commission for U.S. Tax Court judges has been created by an
executive order (see the 6/7/78 Fed. Reg., pp. 24661-62). The Commission
will consist of six members: three officials of the Federal government
and three private members with special expertise in Federal taxation. The
Commission will assist the President in filling vacancies on the Tax Court.
Taxpayers eligible for treatment under Section 911 of the Internal Revenue
Code will be granted a filing extension until 8/15/78. The IRS has
previously announced that taxpayers who were residing or traveling outside
the U.S. or Puerto Rico on 4/17/78 and qualified for the foreign income
exclusion would automatically receive the extension. Taxpayers who were
in the U.S. on 4/17/78 and filed for and received an automatic extension
to 6/15/78 will automatically receive this new extension. This second
extension is being granted because of pending legislation that would
affect the foreign income exclusion.
If these proposals became law, the
IRS is expected to issue a revised Form 2555, Exemption of Income Earned
Abroad.
UNITED STATES POSTAL SERVICE
A revised business reply mail design standard has been adopted. The new
standard, called the Facing Identification Mark, has a bar-code pattern
similar to that found on grocery products. The new design will aid
processing machinery in the identification of business reply mail. Copies
of FIM requirements are available from local postmasters. The Postal
Service urges business customers preparing to print business reply mail
pieces to submit their designs to local postmasters for review.
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